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(1)

PATENT REFORM: THE FUTURE OF 
AMERICAN INNOVATION 

WEDNESDAY, JUNE 6, 2007 

U.S. SENATE, 
COMMITTEE ON THE JUDICIARY, 

Washington, D.C. 
The Committee met, Pursuant to notice, at 10:07 a.m., in room 

SD–226, Dirksen Senate Office Building, Hon. Patrick J. Leahy, 
Chairman of the Committee, presiding. 

Present: Senators Leahy, Cardin, Whitehouse, Specter, Hatch, 
and Coburn. 

OPENING STATEMENT OF HON. PATRICK J. LEAHY, A U.S. 
SENATOR FROM THE STATE OF VERMONT 

Chairman LEAHY. Good morning. We have had a little bit of a 
delay. We have been trying to get a room, an extra room for the 
overflow. Senator Specter and Senator Hatch and I always thought 
that this was a dry subject, but apparently there are some who are 
interested in it, all the pro bono lawyers in here and others. 

On April 18th, we took a momentous step toward ensuring Amer-
ica’s continued leadership in innovation and production: on a bipar-
tisan, actually a bicameral basis, we introduced the Patent Reform 
Act of 2007. We left partisanship and actually any sense of one 
body over the other at the door. I want to personally thank Senator 
Hatch, with whom I have worked on patent issues for many years. 
It has been more than a decade that we have worked together on 
these issues. Our last major patent bill was the American Inven-
tors Act, which we began in 1997 and passed in 1999. The other 
cosponsors of the bill include Senators Cornyn, Schumer, and 
Whitehouse, who are also members of this Committee. 

The issues we are discussing here rated a front-page story in the 
Wall Street Journal, which noted that the Supreme Court has ‘‘un-
derscored the patent system’s disrepair in a series of rulings reject-
ing the way lower courts have been interpreting existing law. The 
Justices have declared, in effect, that the patent system, as it has 
developed through the courts, has deviated from the balance Con-
gress set a half-century ago between promoting innovation and 
spreading the fruits of progress.’’ This is one of those cases where 
the Court is exactly right. 

Over the years, our patent laws have served our inventors and 
our economy well, but they were crafted for a different time when 
smokestacks, rather than microchips, were the emblems of indus-
try. It is far past time to update our laws for the 21st century and 
the future of American innovation. We have spent several years 
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working on just such legislation. Last year, Senator Hatch and I 
introduced S. 3818, which I said at the time was the first step 
down a road to real, constructive patent reform. Since that bill was 
introduced, we have spoken with all manner of interested parties 
across this country, and we have incorporated many of their sug-
gestions into this year’s bill, S. 1145, the Patent Reform Act of 
2007. 

We are working to refine and to finish this bill. We continue our 
collective effort to select just the right words to convey our agreed-
upon meanings. Today, we focus on our overall effort but also on 
specific aspects of the bill on which we have asked a distinguished 
group of witnesses to share with us their views on the structure of 
post-grant review, venue, and interlocutory appeal of so-called 
Markman hearings. 

We have come a long way in each of these areas, and we have 
made important modifications from last year’s bill to address con-
cerns that have been raised. We have worked on it straight 
through, even after the elections last year, straight through the 
winter and into this year. I am hoping that we will make further 
progress so that we are well prepared for our final drafting efforts, 
and then I have been told it will be put on the agenda in the Judi-
ciary Committee for markup. As we move ever closer toward the 
finish line to enact legislation that will create the landscape nec-
essary that American innovators need to flourish, we are focusing 
our debate on the specifics. These matters may seem dry, but they 
are important to getting our work done and done right in order to 
have meaningful reform. 

So I look forward to the testimony of our witnesses today, and 
I appreciate the expertise they bring to bear on these important 
issues. 

I should note that with respect to the administration witness, we 
did not receive the testimony from the Department until 4 o’clock 
yesterday, and I am not sure whether the fault lies with the Com-
merce Department or the White House clearance process. But, of 
course, that is not in compliance with our Committee rules, as both 
Senator Specter and I have noted. We have also been informed that 
Director Dudas would not give oral testimony on the topics for 
which he was invited, which is interesting, but would speak on a 
topic of his own choosing, namely, the PTO’s new Patent Quality 
Program. We certainly agree patent quality is of singular impor-
tance, but Senator Specter and I specifically requested assistance 
from the witness on three other issues: post-grant review, venue, 
and interlocutory appeals. 

Under our rules and practice, whether the administration wit-
ness is accorded the privilege of a statement is up to the Chairman 
in these circumstances, especially when our rules have not been fol-
lowed. Since we have not had a fair opportunity to consider the ad-
ministration’s written testimony, I will simply make it part of the 
record for the hearing, and I will accord, of course, the Director an 
opportunity to make an opening statement if he wishes to focus his 
comments on the topics of this hearing, not topics he might want 
for the hearing, which is post-grant review, venue, and interlocu-
tory appeals. And then we will have questions. 
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[The prepared statement of Senator Leahy appears as a submis-
sion for the record.] 

Senator Specter? 

STATEMENT OF HON. ARLEN SPECTER, A U.S. SENATOR FROM 
THE STATE OF PENNSYLVANIA 

Senator SPECTER. Well, thank you, Mr. Chairman, and I com-
mend you and Senator Hatch, former Chairman of this Committee, 
for the outstanding work you have done on this very important 
subject for many, many years. This is a matter of vital concern to 
this country and really to the world. The protection for property 
rights goes back to the Constitution itself, which grants exclusive 
rights to inventors for the fruits of their inventions, albeit it for a 
limited period of time, 20 years as specified in the Constitution. 
And the productivity and the wealth of the United States is attrib-
uted in large measure to the protection of intellectual property to 
encourage inventors to come forward with novel ideas and to have 
the fruits. 

There are a great many complex issues which have arisen in this 
field warranting a very careful reexamination by the Congress. 
There are substantial differences of opinion with those who rely 
upon patents, very substantial differences between high-tech and 
the pharmacology industry, differences of opinion between univer-
sities and venture capitalists on one side and software and high-
tech companies on the other side. And it is in a sense a lawyer’s 
paradise to work through these issues, perhaps more of a paradise 
for those on an hourly rate than those of us who are on the Judici-
ary Committee. But I have an extraordinary team of lawyers be-
hind me, and we have spent a lot of time delving into the inter-
stices of these issues. 

In a Congress confronted by many, many issues, I think no sub-
ject matter has brought more inquiries and more requests for meet-
ings than has patent reform. And we heard about the issue of re-
review by the Patent and Trademark Office, the so-called second 
window. We are worried about venue. We have all that business 
going to East Texas, and we worry about apportionment of dam-
ages, and so many, many other issues and about what the Supreme 
Court has done. And since it is a matter not involving a constitu-
tional interpretation, Congress has full authority to get into the 
matter, and we are doing so in depth and in intensity. 

We have an extraordinarily crowded calendar in the Senate, but 
it is my hope that—I know that Senator Leahy, the Chairman, and 
Senator Hatch and I and others will be giving full attention to this 
matter to try to get it to the floor and then to press for floor action. 

I am going to have to excuse myself in a few minutes because 
I am managing with Senator Kennedy the immigration bill, and we 
have had a gauntlet laid down by the Majority Leader that if clo-
ture is not invoked tomorrow at a 6 o’clock vote, he is going to take 
down the bill. And I think that would be disastrous. So we are up 
against a very tight time schedule. We were working late into the 
evening last night. We started again this morning at 8:30. We are 
trying to conclude many, many complex issues. And at the same 
time, we are meeting with many people who are in this room today 
on the H–1Bs and on the point system and trying to reassure peo-
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ple in high-tech that, where they have a particular individual in 
mind, we will retain the allowance for that person to be granted 
status to get a green card and stay here with visas to help on pro-
ductivity. 

Thomas Friedman has suggested that we ought to modify the im-
migration laws to have a staple to a green card for every Ph.D. 
graduate. Certainly it would be economic administratively, just the 
cost of staples. And we are concerned about meeting those issues, 
and I see on my schedule, as Senator Leahy and Senator Hatch, 
a meeting with people in the industry at 11:30. I am not sure how 
we are going to juggle all those balls, but we will try to very care-
fully consider all of the many issues. High-tech practically has a 
Senate of its own on a day like today, with immigration and patent 
reform on the agenda. 

So thank you very much again, Mr. Chairman, and I will do my 
best to return to the hearing if I can. 

Chairman LEAHY. Thank you very much, and because of the ex-
traordinary work he has done on this, I want to ask if Senator 
Hatch wishes to say something. 

STATEMENT OF HON. ORRIN G. HATCH, A U.S. SENATOR FROM 
THE STATE OF UTAH 

Senator HATCH. Well, thank you, Mr. Chairman. I appreciate you 
and your leadership in this area. I also appreciate— 

Senator SPECTER. Senator Hatch, would you yield for just a 
minute for a unanimous consent request for things that Senator 
Grassley has asked be included in the record? 

Chairman LEAHY. Without objection, they will be included. 
Thank you. 

Senator HATCH. I also appreciate Senator Specter and his leader-
ship on the Committee as well. We are led by good people, good 
lawyers who know what they are doing. 

Let me just say that this is a very important piece of legislation. 
It is not everything I would like to have or that I think any of us 
would like to have, but it does have some very valuable changes 
in patent law that I think will over the long run benefit most peo-
ple. 

You know, the patent system is the bedrock of innovation, espe-
cially in today’s global economy, and especially in this country. The 
sheer volume of patent applications reflects the brilliant innovative 
spirit, the vibrant spirit that has made America a worldwide leader 
in science, engineering, and technology. America’s ingenuity con-
tinues to fund our economy, and we must protect new ideas and in-
vestments in innovation and creativity. 

Patents encourage technological development and advancements 
by providing incentives to invest in and disclose new technology. 
More than ever it is important to ensure efficiency and increase 
quality in the issuance of patents. 

Senator Leahy and I in particular—and I believe the distin-
guished Ranking Member deserves a lot of credit, too—we have 
worked for years trying to come up with some way of reforming 
and changing our patent system to get rid of some of the things 
that we think are abhorrent. But I realize that there are a number 
of industries that are very concerned about this bill, and I am con-
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cerned about it as well because I would like it to be right when we 
get through. But industries like the medical technology industry, 
biotech, universities, pharma, other technology companies, a num-
ber of them are concerned about post-grant review. They are con-
cerned about apportionment and expanding PTO rules, rulemaking 
authority. And there are a number of other issues that cut across 
and are very difficult to handle. 

What we are trying to do here is move the process forward and 
come up with the very best patent bill we can. Everybody here 
should realize that it is difficult to do because even if we could get 
a bill through the Senate, it still has to go through the House. And 
there are a number of organizations who could stop this bill even 
though across the board it probably benefits most organizations. 

So we will do what we can to keep the issue open, and I hope 
that you will all weigh in and let us see what we can do to get this 
bill even more perfect than it is and to try to keep the United 
States the No. 1 innovating Nation in the world. And I think it 
will, and I just want to personally again express my regard for Sen-
ator Leahy. He is always taking these issues seriously. He is one 
of the more learned people in this area. It is a pleasure to work 
with him, and I am looking forward, hopefully between now and 
markup, to bringing together some of the ideas that really deserve 
to be in this bill and work with Senator Leahy to see what we can 
do to get more across-the-board support for the bill. 

There is a lot of support for it, and the changes that we are mak-
ing in this bill are extremely important, as far as I am concerned. 
But we will certainly be available and open for good ideas and 
other approaches. But this is where we are starting and, frankly, 
we have come a long way to get here, I would say, wouldn’t you, 
Senator Leahy? So I want to thank you again, and I look forward 
to hearing the testimony today. 

Chairman LEAHY. Thank you. 
Would you please stand and raise your right hand? Do you sol-

emnly swear that the testimony you will give in this matter will 
be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. DUDAS. I do. 
Chairman LEAHY. Thank you. Go ahead. 

STATEMENT OF JON W. DUDAS, UNDER SECRETARY OF COM-
MERCE FOR INTELLECTUAL PROPERTY, AND DIRECTOR, 
U.S. PATENT AND TRADEMARK OFFICE, DEPARTMENT OF 
COMMERCE, ALEXANDRIA, VIRGINIA 

Mr. DUDAS. Thanks very much, Mr. Chairman, Senator Hatch, 
Senator Coburn. It is a pleasure to be here and have this oppor-
tunity to discuss the administration’s thoughts and recommenda-
tions on patent enhancement issues. The bill that you have before 
the Committee is intended to improve our patent system by en-
hancing quality, reducing patent litigation costs, and further har-
monizing patent laws where it is in the interest of American 
innovators. The administration supports these goals and commends 
you, Mr. Chairman, and your colleagues in the Senate and on the 
House side for introducing this bicameral and bipartisan bill. 
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I also want to note that I apologize that the testimony came in 
at 4 o’clock. No matter what the situation was, that responsibility 
rests with me. I can tell you we respect the Committee and the 
Committee rules. I can also tell you that the testimony very closely 
tracks the administration’s letter, the 11-page letter that we sent 
on May 18th to the Committee. So, largely, the views that you will 
find in the written testimony will be views that have been placed 
before the Committee before that. 

Chairman LEAHY. Thank you, and that will be part of the record, 
as I said. But Senator Specter and I both agreed on this when he 
was Chairman, and I follow the same thing as Chairman, that we 
have to get the testimony. 

Mr. DUDAS. Absolutely. 
Chairman LEAHY. I realize you have to go through a vetting in 

advance in the administration. 
Mr. DUDAS. Right. No question. 
Chairman LEAHY. But we do need it. Go ahead. 
Mr. DUDAS. Right. And so the views that are in that letter are 

largely the written testimony, and certainly everything I wish to 
discuss today are views that are within the bill, within the purview 
of the bill. In that written testimony and in the letter that the ad-
ministration sent on May 18th, you will find at the beginning of 
the letter a vast discussion of an issue that we think is funda-
mental to everything. It is not currently in the bill, but it deals 
with applicant quality submissions; it deals with having applicants 
give more. I will be happy to testify later today on that in response 
to questions. 

You focused in your letter on three specific issues, and I will talk 
about those three specific issues in the written testimony, answer 
any questions on any areas in the bill, and other areas where the 
administration wants to recommend. 

The area where the PTO has the most significant expertise is in 
the post-grant review. Post-grant review is something that was pro-
posed at the USPTO in 2002, as far back as our Strategic Plan. 
Again, almost 5 years ago that was introduced. Essentially, the 
reason the USPTO proposed a post-grant review system, it is a sys-
tem that has worked in other nations. We saw that litigation is 
growing in the United States, as well as the number of patents is 
growing, but the amount of litigation per patent is not growing. 
What you see is that litigation is growing because there are more 
patents out there. So we thought that it would make sense that 
you would have an alternative to a court system, that you would 
have the expertise of the Office in a post-grant system. 

What we proposed at the United States Patent and Trademark 
Office to the Congress, last Congress and again this Congress, is 
a system that has two options: a first window where a patent can 
be disputed on nearly any grounds and under any circumstances 
with a closed window—we proposed 12 months—and also a second 
window where it would be a more limited window. For the life of 
the patent, the patent could be challenged so long as two require-
ments are met. According to the administration, this is what we 
thought would be the most manageable and the fairest under such 
a system. 
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The first requirement would be that there would be a threat of 
litigation, so the second window would be limited to a 6-month pe-
riod after the receipt of a notice from the patent holder alleging in-
fringement; and, second, that there would be a threshold of signifi-
cant economic harm. 

The idea was that this could serve as a meaningful alternative 
to litigation, probably less costly, certainly before experts at the 
Patent and Trademark Office. We also thought that it is very im-
portant if you are going to have a second window, if you are going 
to have a post-grant review, that you have very real estoppel, that 
you have a choice between litigation and post-grant review, that we 
should not have a situation where we set up forum shopping or giv-
ing several bites at the apple, that there should be true estoppel. 

The bill that has been introduced looks very similar to the ad-
ministration’s position, but there is one significant difference, and 
that is, rather than have the threat of litigation and economic 
harm, it goes from a disjunctive test to—I am sorry, from a con-
junctive test to a disjunctive test saying it is ‘‘or threat of economic 
harm.’’ 

The administration has concerns about this change for two rea-
sons. One, administratively, that opens up a vast—a much larger 
number of possible cases that can come before the U.S. Patent and 
Trademark Office. And, quite frankly, without having the resources 
available now, we are not certain that we could handle the admin-
istration of that many cases. That, coupled with another provision 
in the bill that says the post-grant opposition would be opened up 
to all patents, both those patents that are in force today and those 
patents that are to come in the future. The administration would 
encourage the Committee to consider having a post-grant review 
system that looks prospectively only, or comes up with—we also 
have other opportunities and plans in place where we could limit 
the amount of post-grant review while the Office prepares and 
ramps up and prepares for post-grant opposition. So from an ad-
ministrative perspective, we do have concerns that if it is opened 
up instantly to the more than 1.5 million patents that are in force 
today, that could overwhelm the Office. Obviously, both this Com-
mittee, the Congress, and the U.S. Patent and Trademark Office 
have an interest in making sure that any post-grant review would 
be a success. 

We are very eager to discuss with you how we can change the 
post-grant provisions, speak with the Committee both here and in 
the House about how we think we can improve post-grant review, 
again, give you the thinking that we have had since 2002. 

Two other areas that you raised in your letter: one was venue 
provisions and the other was interlocutory appeals. I can tell you, 
Mr. Chairman, that our interlocutory appeals, that is an area of ex-
pertise in which we are turning to the Department of Justice. I had 
a conversation with people from the Department of Justice the 
other day. There are some technical concerns that they have. I 
know they want to engage with the Committee on that, but quite 
honestly, we do not want to have an opinion solely from the United 
States Patent and Trademark Office because we think the Depart-
ment of Justice has to be involved. 
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I would direct your attention to something I am sure you are 
aware of, which is that Chief Judge Paul Michel, the Chief Judge 
of the Court of Appeals for the Federal Circuit, has weighed in on 
what he thinks procedurally could be problematic about interlocu-
tory appeals, about what the workload would look like and what 
the problems might be there. 

On venue, we are also looking at the Department of Justice. I 
know they have also raised on venue technical concerns as well, 
and they want to raise with the Committee what thoughts they 
have on venue as well. 

[The prepared statement of Mr. Dudas appears as a submission 
for the record.] 

Chairman LEAHY. Thank you. The Federal Circuit has held, ana-
lyst know, that the PTO—you mentioned them. They have held 
that the PTO does not have the substantive rulemaking authority 
that other Federal agencies do. In your testimony you state that 
PTO believes that rulemaking authority is good for the patent sys-
tem, but you are concerned that the authority we grant PTO in this 
bill gives you too much discretion. 

I am not quite sure I understand that. How do you believe such 
authority would be misused by the PTO if they are not further con-
strained? 

Mr. DUDAS. Mr. Chairman, we no longer have that concern. 
When we first saw that provision, we did have that concern in case 
it would allow for patent term extensions or other things that could 
be politicized before the Office. We do not think rulemaking author-
ity would allow for such politicization and just think it is fun-
damentally a good provision. 

Chairman LEAHY. I appreciate that very much. And we have 
heard numerous complaints about the quality of patents issued by 
the PTO, as you have, and I know you are trying to get on top of 
that, and in S. 1145 we tried to address this in several ways. One 
important improvement is the creation of a system for third parties 
to submit relevant information early in the application process, and 
I understand that that is something that normally does not happen 
today. 

Can you comment on the importance of outside third-party ex-
perts providing relevant information to PTO? 

Mr. DUDAS. The administration is strongly supportive of that 
provision, and, in fact, we believe that patent quality is a shared 
responsibility. It begins with the patent application. It should give 
the patent applicant both an opportunity and a responsibility to 
give more information, but also the public at large. 

Right now, the rules under which the USPTO operates, after a 
patent application is published after 18 months, someone has an 
opportunity for 2 months to submit information, but they cannot 
comment on that. We think that bringing the public, giving the 
public the opportunity—not a requirement, but the opportunity—
to give information that they think is relevant can only enhance 
patent quality. 

When patent examiners have the right information, they make 
the right decisions. 

Chairman LEAHY. I want the press to know just how closely the 
administration and I see eye to eye. 
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[Laughter.] 
Chairman LEAHY. There are some who think that does not al-

ways happen, but I mention that only semi-facetiously. We really 
have worked, as I said earlier, in a bipartisan—to actually make 
it nonpartisan legislation. A key component, of course, is the struc-
ture of post-grant review, which has become a matter of a lot of 
discussion around the country. Certainly we heard it—I think Sen-
ator Hatch and I heard it from just about every stakeholder in this 
thing. You support such review. 

Tell me how a second window post-grant review would provide 
a more efficient alternative for determining patent validity than 
full-blown litigation. 

Mr. DUDAS. Mr. Chairman, first off, the estimates that we see on 
what full-blown patent litigation—again, most cases settle, but full-
blown patent litigation can cost upwards of $5 million or more. The 
concerns that we have heard from people are often that they are 
before a jury who are not necessarily experts, who do not under-
stand necessarily the validity of the patent. Much like ex parte re-
examination and inter partes reexamination in the USPTO, a post-
grant opposition would allow experts, judges who are already at the 
PTO making decisions on patentability and on appeals and inter-
ferences, give them the opportunity, experts in the field, to make 
these decisions. 

What post-grant opposition offers that current reexaminations do 
not offer is a process that looks more like litigation, that allows 
witnesses and allows more of that type of environment. In a way, 
I think post-grant opposition with the second window is the best 
of both worlds, because it is an alternative to litigation before ex-
perts that is cheaper and will be quicker. 

Chairman LEAHY. I know as we have been preparing this, we 
have had a lot the staff working, Susan Davies especially from my 
office, and one of the things we do in this is we amend the prior 
user rights to apply to all patents being prepared commercially. I 
am told there has been a lot of comment on that. But if you have 
the certainty created by the first-to-file system in the bill, is there 
any reason that an inventor using an invention should not be able 
to defend against a suit by a person who later files a patent appli-
cation for a similar invention? 

Mr. DUDAS. The concern that the administration raises and that 
some others have raised with prior user rights is that it might 
upset the balance between trade secrets and patents. In other 
words, the patent system is meant not so we make millionaires, not 
so we do—but so that we have disclosure of inventions. Ultimately, 
you disclose the invention. It is available to the public at large. In 
a certain amount of time, within 20 years, it is made freely avail-
able to everyone. Prior user rights right now exist under the law. 
If it is a year prior to filing, this might encourage people, prior user 
rights right up to the moment of filing, could encourage people to 
adopt trade secrets, which does not disclose technology. So in a 
way, what trade secrets—the patent system says if you disclose 
fully and make your information available to everyone so that ev-
eryone can use that and it will be freely available within 20 years, 
we want to encourage that. 
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Prior user rights will encourage people to have trade secrets 
which basically says you can have this protection forever, but in ex-
change for that, you have to keep it secret. 

So I think the concern we have on prior user rights is twofold: 
first is that prior user rights might encourage trade secrecy more, 
which is a fine method, it is legal, but it does not encourage disclo-
sure, which we want under the patent system. And the second 
area, which you have already alluded to, is right now we do not 
have a first-to-file system, but the bill does propose to have a first-
to-file system. 

Chairman LEAHY. Thank you. 
Senator Hatch? 
Senator HATCH. Thank you, Mr. Chairman. 
I am concerned about, among other things, the inequitable con-

duct provision from last year’s bill because it was removed. Attor-
neys well know that the inequitable conduct defense has been over-
pleaded, and at least in my estimation, and I think the estimation 
of many others, it has become a drag on the litigation process. And 
as you, I believe that reforms to the inequitable conduct defense 
should focus on the nature of the misconduct and not permit the 
unenforceability of a perfectly valid patent on a meritorious inven-
tion. And sanctions should be commensurate with the misconduct. 
At least that is my view. 

I understand that the heart of the inequitable conduct defense 
lies with the quality of the patent application, including informa-
tion disclosures. Now, in your testimony you describe that over half 
of all submitted applications either had no information disclosure 
statements or contained inordinately large information disclosure 
statements that, in effect, bury relevant information. 

Now, could you please describe for us the impact this has on pat-
ent quality, pendency, efficiency, and even the outcome in litiga-
tion? 

Mr. DUDAS. Absolutely, Mr. Senator. I appreciate the question, 
and I was hoping at the time of the opening statement to raise 
this. I have a box of materials here that I will just show you. It 
is a good example of what we get in the Patent and Trademark Of-
fice at times. 

This is one box of materials that a patent applicant might have 
submitted that someone thinks would be relevant, and the problem 
is—what I am raising right now is 2,600 pages of material that was 
submitted in one box in one patent application, and there were 27 
other boxes that had this amount of material inside the patent ap-
plication. 

The problem with that is that an average examiner in this case 
would have an average of 24.5 hours. Certainly an examiner might 
take more time in that case. The problem with inequitable conduct 
is, as it has been interpreted now, we absolutely believe at the Pat-
ent and Trademark Office that there needs to be significant pen-
alties for someone who tries to purport fraud on the Office. But we 
want to make certain that the remedies are commensurate with 
what the issue is, that inadvertent mistakes, innocent mistakes, 
are not punished more than they should be. 

So as you mentioned, 25 percent of the cases we get absolutely 
nothing. The applicant has said we have nothing that we can pro-
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vide that we think is significant. In 25 percent of the other cases 
we get an inordinate number of disclosures, including 28 boxes that 
are this large. 

Simply put, in our office we have had an application that has 
3,000 claims and over 2,000 references. The Cray supercomputer 
was 12 claims. The microcomputer was eight claims. The MRI was 
16 claims. Our point is that the reason why we find that we should 
resolve inequitable conduct is to encourage applicants to give more 
and better information. Do not give us 28 boxes of material like 
this. Give us what is truly relevant so that you can have a higher-
quality patent. And we think in order to do that, we have to make 
inequitable conduct something that absolutely punishes fraud but 
absolutely promotes disclosure, and also we want to make certain 
that we take care of small inventors who might not have the re-
sources to give us that background. 

Senator HATCH. Mr. Dudas, the USPTO consists of very skilled 
and dedicated examiners. I think they are committed to the grant-
ing of quality patents. Now, I understand, as you have just ex-
plained, the rigorous time constraints that examiners must follow 
in order to accommodate the hundreds of thousands of patent ap-
plications that they receive each year. Now, it is hard for me to en-
vision how an examiner can meaningfully consider boxes and boxes 
of references in the short amount of time they are allotted. 

How do we get patent applicants to not shirk their disclosure re-
sponsibilities and not overwhelm the system? Would that be an ex-
tension of what you just said? 

Mr. DUDAS. It would. I think the Patent and Trademark Office 
has the authority to require more and better searches to be sub-
mitted, to have reports submitted to the office. But in order to do 
that, we want people to feel encouraged. Right now, applicants feel 
that they cannot, or at least they believe they cannot, disclose in-
formation because they say they fear that they will be found for an 
innocent mistake, and there are some cases that have shown that. 

Again, we think if we can give people the right incentives, then 
we should require them to give us more and better information. 
Our error rate is at a historic low right now. Our approval rate is 
at a historic low. There have been more quality initiatives put in 
place, but there is more that we can do. But it cannot just be the 
Patent and Trademark Office. As the Chairman noted, the public 
has a role to play, and certainly the applicant, who gains all the 
benefits from a patent application, has much to do. 

Senator HATCH. Well, this proposed legislation would institute a 
robust post-grant review process so that third parties can challenge 
suspect patents in an administrative process overseen by the 
USPTO rather than through costly litigation. Now, some argue 
that the USPTO does not have the expertise to handle a post-grant 
review process. I would just like to have your thoughts on that. 

Mr. DUDAS. I think there is probably no place better than the 
USPTO that has the expertise. We have administrative patent 
judges who handle appeals and interferences right now. 

The one issue that I would note is the post-grant, as it is right 
now, we believe we might not have the resources to ramp up the 
number of people we need to have as judges if we put all million 
and a half patents that are available now subject to post-grant re-
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view. But as far as expertise, I do not think there is a better exper-
tise truly anywhere in the world than among our administrative 
patent judges. 

Senator HATCH. I think you make a good point on that. 
Thank you, Mr. Chairman. I appreciate it. 
Chairman LEAHY. Thank you. 
Senator Coburn? 
Senator COBURN. Thank you. The problem of fee diversion is not 

addressed in the bill, is it, the administration’s position that they 
would like to see fee diversion ended? 

Mr. DUDAS. The administration actually for the last 4 years has 
ended diversion in the President’s budget and has essentially -the 
difference that is made under the Government Performance and 
Results Act, the Office had averaged meeting about 25 percent of 
its key goals. After that had ended in the President’s budgets and 
Congress supported that, and having an aggressive Strategic Plan, 
we have moved up 50, 70, 90 percent of our goals, up to 94 now. 

Senator COBURN. The post-grant opposition process, is it not true 
that the Japanese presently are thinking about doing away with 
theirs because of the negativity that they have seen in terms of in-
novation in Japan? 

Mr. DUDAS. I am not aware that they have done away with their 
post— 

Senator COBURN. No. They have not done away. Are they not 
considering it? 

Mr. DUDAS. I am not aware that they are considering—I am not 
aware that they are, but I could understand. They have a very big 
concern in Japan about what they consider filing of junk patents, 
and they have a big concern about what is coming. 

I will tell you Japan did change at one point. They had a system 
where they had a first window and a second window type of—and 
they have changed it to a second window the entire time. And I 
think that is where the source of their concern is, that you have 
an unlimited ability to challenge the patent throughout the life. 

Senator COBURN. If you applied the European rate, what you see 
in the EU, 5.3 percent of all patents go through a challenge in the 
second opportunity, and you apply that to a U.S. patent, if you as-
sume the same, that is 8,600 cases that you are going to add per 
year in a post-grant review. Are you capable of handling that? 

Mr. DUDAS. I do not believe right now we are capable of handling 
8,600 cases, and we have reason to— 

Senator COBURN. But that is 8,600 cases based on what you ap-
prove, correct? 

Mr. DUDAS. That is 8,600—yes, if it is 5.3 percent of—we approve 
about 180,000 a year. 

Senator COBURN. Yes, so you are talking about 8,600 on what 
you approve, and then if we open it up to all in the past— 

Mr. DUDAS. Right, right. That is the source of our concern. We 
actually think the European system—because of the way the Euro-
pean system works where you have to challenge validity country by 
country, we probably should not get 5 percent. But there is no 
question that we have a great concern that if we saw those kinds 
of numbers, we would not be in a position today and we probably 
will not be in a position in the next few years to be able to handle 
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that kind of influx on post-grant opposition. It would be because of 
the lack of resources or ability to ramp up. 

Senator COBURN. So let me understand. You would dispute that 
we would have 5.3 percent? 

Mr. DUDAS. We think that we would not have 5.3 percent. That 
is correct. 

Senator COBURN. And why would you assume that? 
Mr. DUDAS. We think in the United States—because a lot of the 

times in the European Union we believe much of what is driven in 
their post-grant opposition system is the fact that if you can take 
down the patent in post-grant opposition, it will be gone for good. 
Also, in the European Union you would have to challenge validity 
on a country-by-country basis. In the United States, of course, if 
you go to the courts and you win in the courts, that is good 
throughout the United States. So we think more people would still 
opt for litigation. 

Senator COBURN. The average length of procedure in a post-grant 
opposition in Europe is about 31 months. So if the pendency time 
in the U.S. is about 31 months and if post-grant opposition is about 
31 months, you are talking about taking 5 years of life out of a pat-
ent. Is that good for innovation in this country? 

Mr. DUDAS. Certainly lengthy pendency in terms is not good for 
innovation in— 

Senator COBURN. Well, lengthy pendency and lengthy post-grant 
opposition. 

Mr. DUDAS. And lengthy post-grant opposition is not as well, ab-
solutely. We believe that we could get the job done likely within 12 
months under an appropriate post-grant opposition procedure that 
ramps up at the right rate. 

Senator COBURN. I would have trouble believing that, and I think 
most people would who have been through the litigation and deal-
ing with Government agencies in this country. Twelve months I 
think is a pretty forward-looking number. 

Let me ask you one other question. Would people not really have 
about three bites at the apple under a post-grant—a second win-
dow opportunity, take one segment of their claim and maybe lose 
it in the post-grant and then still be able to go into the courts on 
another claim, even though they might have lost the initial claim? 
So what you could actually do is take 31 months of pendency, 31 
months of post-grant review, and then 3 to 5 years in the court, 
so essentially you could get a patent of half of its life? 

Mr. DUDAS. There is no question there are several options that 
people have under existing law and that they could have under the 
post-grant opposition system. 

I will say that the third element, the third bit there, if the ad-
ministration’s position is adopted, would not exist because the es-
toppel needs to be quite strong that says on the second window any 
issue that you raised or could have raised— 

Senator COBURN. Or could have raised. 
Mr. DUDAS.—you can bring up no place else. That second win-

dow, from the administration’s position, is intended to allow noth-
ing—a complete alternative to litigation. 

Senator COBURN. All right. And I would like your comment on 
venue shopping. The bill as it is currently written, the infringer ac-
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tually has venue-shopping capability, but the patent holder does 
not. Do you see a problem with that? 

Mr. DUDAS. I do think that you have to consider everyone in-
volved in terms of venue. Again, the Department of Justice will 
weigh in on this, but I will say that the venue provision is impor-
tant to balance both the alleged infringer, or the defendant, and 
also the plaintiff, or the patent holder, particularly since a patent 
holder might be a small innovator, might be an independent inven-
tor or a small business. So that is something that should be consid-
ered, and I think on balance needs to be considered. 

Senator COBURN. Do not patent holders want a venue so that 
they can limit their costs of litigation so they can get it seen and 
heard and handled quickly rather than favorably? Because— 

Mr. DUDAS. I am sorry. Could you repeat that question? I apolo-
gize. 

Senator COBURN. For example, there are certain places where 
you can go and get some—for example, in Virginia, you see a great 
response, a quick time. What that relates to is less cost. We have 
small innovative companies in this country who have limited re-
sources, and if you limit their ability to go to a place where they 
have expertise, where they are very knowledgeable, they do this a 
lot, their dockets are not crowded with criminal cases, do you not 
see the cost of litigation as a factor in limiting patentability and 
maintaining the viability of a patent? 

Mr. DUDAS. Certainly, people are often looking at making certain 
they go to a jurisdiction where they think they can get a decision 
quickly, where they think they can get the expertise. When the 
Eastern District of Virginia adopted the rocket docket, it became 
the place where patent cases went and people became concerned 
about— 

Senator COBURN. But if you are an infringer, maybe you would 
want to go someplace where it takes 5 to 7 years. 

Mr. DUDAS. Certainly. I think that would be— 
Senator COBURN. Thank you. I do not have any additional ques-

tions. Thank you. 
Chairman LEAHY. Thank you very much. 
Mr. Dudas, thank you very much, and when you review the tran-

script, and if you are also reviewing anything that is said by any 
of the witnesses, if there is anything you wish to add, please feel 
free, and I will leave the record open, with no objection, for a few 
days so that others can ask questions. 

Mr. DUDAS. Thanks, Mr. Chairman. 
Chairman LEAHY. Thank you very much. We will take a 3-

minute recess while we set up for the next panel. 
I have also been advised we are going to have votes around 

11:30, 11:35, and the reason I mention that is to suggest that ev-
erybody try to keep within their time limits. I do not mean to be 
a pain in the neck on this, but you are going to have to so that 
we can get to the votes. The whole testimony of all four of the pan-
elists will be placed in the record as though read. I would hope that 
you would be able to summarize so we can go to questions. 

The first witness will be Bruce Bernstein, InterDigital’s Chief In-
tellectual Property and Licensing Officer. He manages the com-
pany’s intellectual property assets and the patent licensing busi-
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ness. I will also put his full and impressive background—and I 
mean that seriously -in the record. 

I will break from my normal procedures to swear all witnesses. 
Because of the nature of this, I will not. 

Go ahead, Mr. Bernstein. 

STATEMENT OF BRUCE G. BERNSTEIN, CHIEF INTELLECTUAL 
PROPERTY AND LICENSING OFFICER, INTERDIGITAL COM-
MUNICATIONS CORPORATION, KING OF PRUSSIA, PENNSYL-
VANIA 

Mr. BERNSTEIN. Thank you. Chairman Leahy, Senators Hatch 
and Coburn, my name, again, is Bruce Bernstein, and I am Chief 
Intellectual Property and Licensing Officer of InterDigital Commu-
nications. InterDigital is headquartered in Pennsylvania, and we 
have a fairly large facility in New York. I great appreciate this op-
portunity to discuss the importance of strong patent rights to Inter-
Digital, a founding member of the Innovation Alliance. 

InterDigital is a small company, yet we have enormous inventive 
capacity. For over 30 years, we have been at the forefront of re-
search and development in advanced wireless technologies, and 
today virtually every digital cellular telephone has our technology 
inside of it. 

As the owner and licensor of hundreds of U.S. patents, InterDig-
ital believes deeply in the promise and constitutional precepts of 
our patent laws, namely, that a strong and balanced patent system 
is absolutely vital to America’s economic and innovative leadership. 
Incremental and narrowly targeted reforms we believe are impor-
tant to the continued health of our patent system, but we are con-
cerned that sweeping changes may be unwarranted and harmful 
and will have unintended adverse consequences. 

Let me start off by saying that InterDigital actually supports 
several portions of the bill, including expanded third-party submis-
sions of prior art and universal publication of applications, and we 
fully support the objectives. 

However, we are very concerned that certain of the proposed 
measures would undermine enforceability, predictability, and the 
value of all patent rights and would actually encourage litigation 
and abuse of the system. In particular, mandatory apportionment 
of damages and post-grant opposition we believe would fundamen-
tally weaken the patent system by making it far less expensive to 
infringe patent rights, yet at the same time more expensive to ac-
tually enforce and defend them. And for licensing-based companies 
such as InterDigital, the collective effect of these measures would 
be severe; and, simply put, infringers would have little incentive to 
take a license without first being sued and every incentive to game 
the system and risk litigation. 

In the wake of eBay and other recent Supreme Court decisions 
that we have heard about today, the balance of power between pat-
ent owners and infringers has already radically shifted, particu-
larly to the detriment of smaller firms that are in the business of 
licensing their innovations. We believe that the proposed manda-
tory apportionment and post-grant opposition provisions would, for 
many such innovators, drive the final nail in the coffin. 
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InterDigital’s patented technologies are respected and highly val-
ued, and our licensing history is extensive and well established. 
Even still, we have every reason to believe that large users of our 
technologies—and these include some of our existing licensees—
would exploit the proposed post-grant opposition and expanded re-
examination procedures to essentially tie up our patents through 
endless administrative and judicial challenges. In fact, I have been 
told as much by several of these companies over the past year. 

While most of these companies say they respect intellectual prop-
erty rights, in reality their sole objective is either to avoid, signifi-
cantly reduce, or at a minimum severely delay making any licens-
ing payments whatsoever, regardless of the validity or strength of 
the patent. 

America’s leadership in this knowledge-based economy is highly 
dependent upon our most valuable natural resources and exports, 
namely, our ideas and our innovations. If the U.S. weakens our 
patent rights and remedies at home, our ability to press foreign 
countries to respect American intellectual property and, frankly, to 
adequately enforce their own intellectual property laws will be 
greatly diminished. A patent is intended to be an incentive and re-
ward for innovation, and companies that develop innovative tech-
nologies but choose to license those technologies rather than manu-
facture—and I want to stress the point that sometimes that is not 
by choice—are a critical and fast-growing element of America’s 
economy. We believe that Congress should avoid enacting legisla-
tion that prefers any given business model or swings the pendulum 
toward any specific stakeholder, no matter how well organized or 
vocal they may be. 

[The prepared statement of Mr. Bernstein appears as a submis-
sion for the record.] 

Chairman LEAHY. Thank you. 
Ms. Doyle? And I should also note that Ms. Doyle is the Senior 

Vice President and General Counsel of Palm, Inc. She manages de-
livery of legal services to the company’s worldwide operations. Her 
legal career spans more than two decades beginning with her first 
job in business litigation at Manett Phelps. She joined Teledyne in 
1984 where she worked for 12 years in increasingly higher roles. 
She returned to Silicon Valley in 1996 to join General Magic, Inc., 
as its general counsel and secretary, joined Palm in April 2003. I 
would note that she received her law degree from the Boalt Hall 
School of Law at the University of California, where she was presi-
dent of the law school student body of her graduating class. I never 
got to do that. 

I will put the rest in the record. Go ahead, Ms. Doyle. Please try 
to summarize, especially for the points that you most want us to 
remember. 

STATEMENT OF MARY E. DOYLE, SENIOR VICE PRESIDENT 
AND GENERAL COUNSEL, PALM, INC., SUNNYVALE, CALI-
FORNIA 

Ms. DOYLE. Thank you very much, Chairman Leahy, 
Chairman Leahy, Senator Hatch, Senator Coburn, and members 

of the Committee, my name is Mary Doyle, and as you said, Chair-
man Leahy, I am Senior Vice President and General Counsel of 

VerDate 0ct 09 2002 11:15 Oct 03, 2007 Jkt 037760 PO 00000 Frm 00020 Fmt 6633 Sfmt 6633 S:\GPO\HEARINGS\37760.TXT SJUD1 PsN: CMORC



17

Palm, Inc. I thank the Committee for the opportunity to testify on 
behalf of Palm and as a member of the Coalition for Patent Fair-
ness in support of the Patent Reform Act of 2007. We believe this 
legislation will greatly enhance the ability of Palm and other com-
panies like ours to innovate and to compete globally. 

Palm and many others believe it is time to take stock of the U.S. 
patent system once again and to ensure that it is working in a fair 
and balanced way for American innovators across all industries. In 
our view, the provisions of this bill, S. 1145, accomplish that goal. 
We commend Chairman Leahy, Senator Hatch, and the other spon-
soring members of this Committee for developing legislation over 
the past two Congresses that seeks to reconcile the interests of all 
stakeholders in the U.S. patent system to reach a fair and balanced 
result. 

In my limited time now, I will focus on the issues you requested 
me to focus on, but during the question-and-answer period, I would 
like to discuss our support for your proposed changes regarding the 
apportionment of damages and the establishment of a more rig-
orous standard for imposition of triple damages upon finding of 
willful infringement. 

We support reform of the patent system to permit interlocutory 
appeals to the Federal Circuit for Markman rulings and to discour-
age forum shopping. We also believe the proposed post-grant re-
view procedures are a fair and reasoned response to unresolved 
patent quality issues and historical underinvestment in the work 
of the PTO. Before delving into these issues in greater detail, I 
thought I would provide an example of Palm’s everyday experience 
with the patent system. 

The company recently prevailed in a case in which the patent 
holder sought a claim interpretation that would include a Palm de-
vice, such as this Treo smartphone, within the meaning of the word 
‘‘card.’’ The district court construed the claim favorably to Palm 
and then granted Palm’s subsequent motion for summary judg-
ment. On the patent holder’s appeal to the Federal Circuit, the dis-
trict court’s claim construction was reversed. On remand, the trial 
court conducted a second Markman hearing, once again construing 
the word ‘‘card,’’ this time in conformity with the decision of the 
Federal Circuit, but again to Palm’s advantage, not surprisingly. 
Summary judgment was granted to Palm a second time and was 
sustained on the second appeal to the Federal Circuit. There is now 
no question that devices such as these are not ‘‘cards.’’ The cost of 
this litigation, however, and two trips to the Federal Circuit was 
$3.5 million, and this for a case that never reached trial. 

Palm also routinely receives patent assertions delivered in the 
guise of invitations to license. Vaguely worded and generally un-
substantiated by claim charts or otherwise, these letters by them-
selves may expose and often do expose the recipient to triple dam-
ages for willful patent infringement. Invitations to license may in 
some cases be coupled with what I call the ‘‘thwack factor,’’ named 
for the sound a large stack of patents makes when it hits the nego-
tiations table. The thwack factor is credited with discouraging the 
recipient of a letter from undertaking the not insubstantial cost of 
doing an initial infringement and invalidity analysis to determine 
whether any of the patents in the pile are valid and infringed. And 
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I must say that most often many, and sometimes all, are invalid 
and not infringed. The goal of the asserter is obviously to move the 
focus of the discussion from whether a royalty is due to how much 
it will be. 

The risk of triple damages, the thwack factor, and uncertainty as 
to the measure of damages that a court will apply often convinces 
many a recipient to achieve the best settlement it can under the 
circumstances and avoid the cost and aggravation of litigation. 
While we and many others successfully navigate these waters 
daily, there is no question that the license fees paid to patent own-
ers, big and small, powerful and emerging, with products or with-
out, is unjustifiably inflated to reward not the inventor but the liti-
gator who takes maximum advantage of the current inequities in 
our patent system. 

[The prepared statement of Ms. Doyle appears as a submission 
for the record.] 

Chairman LEAHY. Thank you very much, and I would note that 
you what you spoke about, the cost of litigation going twice to the 
Federal Circuit, as I am sure you know, that is not an unusual ex-
perience. And although I have never quite heard, in our words of 
art, the thwack idea, I know it will probably become a word of art 
in this Committee. 

Ms. DOYLE. Thank you, Mr. Chairman. 
Chairman LEAHY. John Squires is the Chief Intellectual Property 

Counsel for Goldman Sachs and has global responsibility for all 
legal matters pertaining to intellectual property, including patents, 
trademarks, and copyrights. He has built the firm’s intellectual 
property practice with focus on the capture, deployment, and mone-
tization of firm-generated intellectual property. 

I will put the full background in the record. I think, though, Mr. 
Squires, in my 32 years here, you are the first lawyer who has tes-
tified who also played as a linebacker for a Division I-AA team. 
That could be interesting in close negotiations. 

[Laughter.] 
Chairman LEAHY. I will leave it at that. Mr. Squires, go ahead, 

please. 

STATEMENT OF JOHN A. SQUIRES, CHIEF INTELLECTUAL 
PROPERTY COUNSEL, GOLDMAN, SACHS & CO., NEW YORK, 
NEW YORK, ON BEHALF OF AMERICAN BANKERS ASSOCIA-
TION, FINANCIAL SERVICES ROUNDTABLE, AND SECURITIES 
INDUSTRY AND FINANCIAL MARKETS ASSOCIATION 

Mr. SQUIRES. Thank you, Mr. Chairman. That is a different 
thwack factor. Chairman Leahy, Senator Hatch, Senator Coburn, I 
am John Squires of Goldman Sachs, and I appreciate the oppor-
tunity to testify today. 

I appear before you today as chairman of the Intellectual Prop-
erty Subcommittee of the Securities Industry and Financial Mar-
kets Association and also represent the American Bankers Associa-
tion and The Financial Services Roundtable. 

Our respective industry organizations support S. 1145 because 
we believe these are precisely the issues that must be addressed 
to bring a system out of balance back into balance. We are grateful 
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for the substantial and thoughtful nonpartisan, bicameral work 
that is already underway. 

Patents are still generally new to our industry. While financial 
service patents are generally attributed to the State Street Bank 
decision stemming from 1998, the truth of the matter is that mod-
ern banking and technology needs and the advent of the Internet 
flattened our world almost overnight. Since then, we have had to 
rethink and reengineer almost every aspect of our businesses to 
stay competitive in a global marketplace. Be it technology push or 
innovation pull, we would be here either way. 

While patents in our industry do provide substantial benefits and 
incentives, particularly where open innovation or transparency are 
desired, the more common experience unfortunately has been that 
of a system in need of substantial reform. 

Patent examination quality issues, predatory patent assertions, 
and litigation abuse have precluded continued progress and effi-
ciencies in bettering the U.S. financial system. A recent Harvard 
Business School study concluded that financial patents are 27 
times more likely to be asserted in a lawsuit than non-financial 
patents. And because patent suits carry the risk of injunction, the 
delivery of financial services in the U.S. economy is all too easily 
put at risk. We fear this is only the tip of the iceberg. 

To be clear, our industry organizations do not see themselves as 
opponents of other views on the bill. Clearly, our member organiza-
tions finance drug companies and biotech companies of all shapes 
and sizes and seed venture capital firms and startups to help bring 
their visions to light. We believe and invest in their business mod-
els. 

To convey to you our experience, I analogize to an investment 
portfolio. We view the current patent system as underperforming 
because it is overweight with an World War II era view of the 
world and underweight in terms of the robust and complex value 
drivers of the knowledge economy. To finish my analogy, it is time 
for Congress to enable patent law to generate the substantial re-
turns for the U.S. economy and American competitiveness that it 
should. 

With respect to the issues I have been asked to address, first, 
venue, we support the bill’s venue provisions as an effective means 
to forestall blatant forum shopping and litigation abuse. Just be-
cause a server which processes a check or clears a security can be 
located anywhere should not mean that defendants can be found 
everywhere. 

Second, interlocutory appeal. The availability of appeal will allow 
the original principals of Markman uniformity, clarity, and expedi-
tious case resolution to be effectuated. 

Finally, post-grant review. For industries with complex value 
chains such as ours, especially in the services area, a second win-
dow may be the only opportunity to challenge validity and get prior 
art in front of the agency expert at deciding it. 

We thank again the Committee for the opportunity to testify and 
for the work that has already been done. We look forward to an-
swering questions. 

[The prepared statement of Mr. Squires appears as a submission 
for the record.] 
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Chairman LEAHY. Thank you very much, Mr. Squires. 
Kathryn Biberstein—am I pronouncing that correctly? 
Ms. BIBERSTEIN. It is ‘‘Biberstine.’’ 
Chairman LEAHY. I am sorry. She serves as Alkermes—how 

badly did I do that one? 
Ms. BIBERSTEIN. Alkermes. 
Chairman LEAHY. Alkermes. I am not going to read the rest of 

this. I am afraid— 
[Laughter.] 
Senator HATCH. You are 0 for 2, Mr. Chairman. 
Chairman LEAHY. Yes, I know. She has also held positions at 

Crowell & Moring and the World Economic Forum. Senator Hatch 
and I have been at Davos often on that. B.S. from General Motors 
Institute, J.D. from the University of Michigan Law School. 

Your full statement is part of the record. Please go ahead. 

STATEMENT OF KATHRYN L. BIBERSTEIN, SENIOR VICE 
PRESIDENT, GENERAL COUNSEL AND SECRETARY, CHIEF 
COMPLIANCE OFFICER, ALKERMES, INC., CAMBRIDGE, MAS-
SACHUSETTS, ON BEHALF OF BIOTECHNOLOGY INDUSTRY 
ORGANIZATION (BIO) 

Ms. BIBERSTEIN. Thank you. Chairman Leahy, Senator Hatch, 
Senator Coburn, thank you for letting me testify today regarding 
patent reform. This issue is of critical importance to the more than 
1,100 members of the Biotech Industry Organization, or BIO, 
whom I represent today. 

As you consider changes to the patent laws, I ask you to focus 
on one key point: The patent system today is working to foster the 
innovation and investment necessary to bring new drugs to treat 
critical diseases to market in the United States. As we work to-
gether to strengthen the patent laws, I would ask that you safe-
guard this very important societal benefit. 

My name is Kathy Biberstein, and I am the Senior Vice Presi-
dent and General Counsel of Alkermes. Alkermes is exactly the 
sort of success story that the U.S. patent system has fostered in 
this country. Founded 20 years ago on the basis of a proprietary 
patent estate, last year Alkermes became one of only a handful of 
profitable biotechnology companies. We reached this milestone by 
developing innovative medicines—Risperdal Consta, a long-acting 
atypical anti-psychotic for schizophrenia; and Vivitrol, a once-
monthly injectable treatment for alcohol dependence—based on a 
patent estate we invested in over decades. 

Like us, the hundreds of other BIO members companies, mostly 
small, emerging companies with little revenue and no products on 
the market, leveraged their patent estates to attain the public and 
private capital and partnerships with pharma partners to develop 
nascent technologies into the drug products you see on the market 
today. And you all know these products. They are the ones you 
search for on the Internet when a loved one develops a cancer or 
a neurological disorder or HIV/AIDS. These are our industry’s suc-
cess stories. 

Biotechnology product development is high risk. It can take a 
decade and hundreds of millions of dollars, and most products 
never reach the market. Investors invest in such products only if 
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they believe there can be a return on their investment. Patents 
provide this assurance. 

While we believe the patent system is working, there is always 
room for improvement. BIO welcomes many of the positive reforms 
contained in the Patent Reform Act of 2007. However, the bill in-
cludes three provisions that lack any degree of consensus: a broad 
second window for administrative post-grant challenges, a dramatic 
expansion of the law on apportionment of damages, and a sweeping 
delegation of substantive rulemaking authority to the PTO. 

Both a patent challenge, easily brought at any time during a pat-
ent’s term under a low standard of proof, and a calculation of dam-
ages in which courts must subtract all elements that existed in the 
prior art, with the effect of making patent infringement cheaper, 
will diminish patent value and, therefore, discourage investment. 
There is broad consensus against these controversial changes. 

Senator Hatch spoke about the problems with the inequitable 
conduct doctrine, and I think you said it perfectly. The best mode 
requirement in patent law has similar problems, and BIO encour-
ages its repeal. 

You have also asked BIO’s views on venue reform and interlocu-
tory appeals of Markman rulings, and I have included that in my 
testimony. 

So I urge the Committee to focus on the areas in which there is 
a broad consensus on the need for reform and to ensure that any 
new legislation strengthens the system that serves as the engine 
of this country’s innovation. 

Thank you. 
[The prepared statement of Ms. Biberstein appears as a submis-

sion for the record.] 
Chairman LEAHY. Thank you very much. 
Starting on my left, your right, Mr. Bernstein, on the question—

I mean, most of the people testifying have been large industries, 
but you have the small inventors, and I think that we have to be 
concerned about them. Senator Coburn and others raised that 
issue. They do not have the money to challenge patents before it 
becomes painfully obvious it may affect them. Are we suggesting 
they are on their own? 

Mr. BERNSTEIN. If you are asking about smaller companies that 
are on the infringer side of things—was that your question? 

Chairman LEAHY. No. Well, small companies that may want to 
challenge patents. 

Mr. BERNSTEIN. Right. What do they do, yes. Our view is that 
there is an existing procedure in place, and we are all aware of it. 
It is called— 

Chairman LEAHY. I am thinking of, you know, the post-grant 
process where you can harass competitors. We have tried to build 
safeguards into that, but are small inventors protected enough? 

Mr. BERNSTEIN. In terms of the post-grant, the current proposed 
language, you know, our view is we are all for cheaper mechanisms 
to either weed out bad patents, invalidate, you know, bad patents, 
or to more appropriately tailor the scope of issued patents in view 
of new prior art that has come to people’s attention. Our concern 
is that there is no balance to that procedure as currently in place 
and that it can be subject to widespread abuse. 

VerDate 0ct 09 2002 11:15 Oct 03, 2007 Jkt 037760 PO 00000 Frm 00025 Fmt 6633 Sfmt 6633 S:\GPO\HEARINGS\37760.TXT SJUD1 PsN: CMORC



22

Chairman LEAHY. As I read your testimony, you oppose granting 
substantive rulemaking authority to the PTO. Is that correct? 

Mr. BERNSTEIN. We oppose that. Our view is that that is better 
left for Congress so that it can be subject— 

Chairman LEAHY. But virtually every other agency of the U.S. 
Government has that, and I have found the people over at PTO to 
be honest, hard-working civil servants. Why should they be dif-
ferent than other Federal agencies? 

Mr. BERNSTEIN. Unfortunately, I cannot comment on the other 
agencies and the rulemaking authority. I am not that familiar with 
it. But in terms of the PTO, our view is that it is such a critical 
issue for the U.S. economy that it is something that should be sub-
ject to debate within the Congress and a hearing such as this. 

Chairman LEAHY. I have gotten a lot of letters about Georgia Pa-
cific, the rules and damages, treating it almost like gospel. But 18 
months ago, to go back to my mail, I got the same recitation on 
automatic injunction, saying that if we change the rule, then Heav-
en and Earth are going to collapse. But the Supreme Court rejected 
that unanimously in eBay, of course. I did not believe that disaster 
was going to follow, anyway. Dire consequences have not followed. 
Why do we have to worry if you have assertions of impending dis-
aster on the apportionment issue? I mean, they seem like almost 
the same arguments we heard on automatic injunctions. 

Mr. BERNSTEIN. Yes. Two things. One, in terms of the eBay deci-
sion, I frankly think it is too early for anyone to say what the ef-
fects are. I mean, there has been a handful of cases, district court 
cases, were injunctive relief has been denied. You know, I have 
looked at those cases, and my guess is the judges in those cases—
and Judge Michel from the Federal Circuit raised this issue. What 
is the practical way of implementing, you know, the post-eBay 
judgments? So when there is no injunctive relief, basically you have 
the court setting royalty rates for the life of the patent. 

So I think the jury is still out on the effects of eBay, and, you 
know, I think this is something we are encouraging Congress to 
wait and see what happens. And I think it will take some time to 
see the true effects of the eBay case. 

In terms of apportionment of damages, you know, I have been 
told this by companies. I do a lot of licensing. Day in and day out, 
I am traveling. I am on the road dealing with companies trying to 
secure license agreements. And the combination of lack of injunc-
tive relief for patent holders and the possibility of significantly 
under-market damages have had—I have had people come back to 
me and say, You know what? Just sue us, because at the end of 
the day, you know, maybe 5, 6 years out, we may lose the case, but 
you are not going to get an injunction, so we are going to continue 
to infringe. And we will owe you something less, if not—you know, 
equal to or less than what you are asking for now. 

Chairman LEAHY. Ms. Biberstein, you say also oppose, am I cor-
rect, granting substantive rulemaking authority to the PTO? 

Ms. BIBERSTEIN. Correct. 
Chairman LEAHY. And you object to the post-grant provisions of 

the bill because it contains a significant economic harm trigger for 
second window, but you endorse the PTO letter to us, which takes 
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issue only with the same language. Do I understand you correctly 
that if we refine the harm test, your concerns would be addressed? 

Ms. BIBERSTEIN. The second window you are talking about? 
Chairman LEAHY. Yes. 
Ms. BIBERSTEIN. Yes, the second window is our concern. You 

know, it is not—this is not a normal experience for me to be up 
here with all you people. Normally I sit in my office in Central 
Square, and we worry about just keeping the company going from 
1 day to the other, and— 

Chairman LEAHY. But that is not where you are today. 
Ms. BIBERSTEIN. That is not where I am today. 
Chairman LEAHY. So I wonder if you could back to the question. 
Ms. BIBERSTEIN. These issues, the second window, apportionment 

of damages likewise, are issues that, frankly, make us feel threat-
ened for our existence. The second window, we are not opposed to 
a post-grant opposition proceeding, one that, you know, encourages 
prior art to come out early on so that we have good patents granted 
on which people can invest hundreds of millions of dollars in terms 
of clinical trial and regulatory approvals. The problem for us is we 
start investing that money, and we invest a lot of it, and if you 
have an open-ended second grant period, there is a risk that invest-
ment money will not come in and will not be made available be-
cause you have got a lower standard of review. 

Chairman LEAHY. Your industry is unique in this regard? 
Ms. BIBERSTEIN. I do not know if my industry is unique in this 

regard. I believe that there are a lot of people who have to invest 
in ideas for a long time, and I believe that we all want high-quality 
patents as soon as we can get them. So waiting, encouraging people 
to wait until later on to bring information that may improve the 
quality of a patent is, frankly, I think, not what we are trying to 
do here. 

Chairman LEAHY. Thank you. 
Senator Hatch? 
Senator HATCH. Well, thank you, Mr. Chairman. 
Ms. Doyle, your comments about the post-grant review proce-

dures were interesting. Would you explain, if you will, how the 
post-grant review process can lead to reduced litigation costs? And 
do you think the proposed ‘‘second window,’’ as currently written, 
you know, is adequate to accomplish this? 

Ms. DOYLE. Senator Hatch, Palm is a small company. About 
180,000 patents are issued every year. It would be very difficult for 
us to review every one of those that may implicate our industry or 
to anticipate that one that says the word ‘‘card’’ in it might ulti-
mately be attached to us. So, in our view, a second window is very 
important because we would not be able to catch every patent that 
ultimately is stretched to apply to us during the initial post-grant 
proceeding. 

I believe it will reduce litigation costs because at least histori-
cally, if we refer to the European system, it is much cheaper to pro-
ceed through a very short—what turns out to be a very short proc-
ess there. And it in most cases avoids litigation altogether. 

The advantages of kind of getting to the point of a matter, to un-
derstanding whether a patent is valid or not, has much to do with 
whether or not someone in the position of Palm believes it is impor-
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tant to take a license. And as many of us do, we respect others’ in-
tellectual property as we hope others will respect ours. 

Senator HATCH. Let me ask you this: Do you believe that pro-
viding attorneys’ fees and costs to a prevailing party would further 
reduce the costs of litigation and alleviate the burdens on the 
present court system? 

Ms. DOYLE. In my view, it would simply increase the cost of set-
tling a matter because, as you know, the settlement calculus, when 
you are trying to avoid, for example, a frivolous claim, involves the 
amount of—you know, the litigation avoidance. And if I have to add 
Palm’s legal fees together with the opposing party’s legal fees, I 
think in most cases I will be faced with a situation where the cost 
of settlement will go up. 

Senator HATCH. OK. Ms. Biberstein, I share your concern about 
reform of the inequitable conduct doctrine. You mentioned in your 
testimony the regulation of applicant conduct should be committed 
to the expert agency, and that is USPTO. Now, could you please 
elaborate on what sort of agency actions, you know, you envision 
would remedy the current problem of ineffective or incomplete com-
munications between patent applicants and patent examiners? 

Ms. BIBERSTEIN. Inequitable conduct, although it is alleged a lot 
today, is rarely found. The Patent Office has means today to re-
quire, you know, swearing-in or inventors to swear under oath re-
garding inventorship, to make these statements. They all exist 
today. And there are also penalties that exist today for people who 
lie, you know, when they swear an oath before the Patent Office. 

So I think that the Patent Office has those tools already, and 
they may have additional ones that I cannot speak to that could 
help encourage, you know, full disclosure. But I do not believe that 
inequitable conduct is an issue in patent prosecution today because 
it is rarely found to exist. It is just a huge cost in terms of litiga-
tion because it is always alleged. 

Senator HATCH. OK. Mr. Squires, I understand the need for an 
interlocutory appeal of Markman rulings, 

especially considering how technical and scientifically complex 
most claim construction analysis can be. Yet, as you mention, some 
argue that this process could result in providing litigants, I think 
if I recall it correctly, ‘‘two bites at the apple.’’ 

Now, I am interested in hearing your ideas on how to prevent 
this from happening. 

Mr. SQUIRES. Thank you, Senator Hatch. The interlocutory ap-
peal for a Markman hearing is so important because the original 
principle is laid down in Markman, and that is for national uni-
formity in interpreting patent claims. So you have district courts 
currently that are reversed at a rate of 35 percent from their 
Markman decisions in the Federal Circuit, and that leads to two 
trials, typically, because as Ms. Doyle testified to, another hearing 
goes on, the claim construction was considered to be wrong when 
given below and has to be done again. 

So the Markman opinion itself stresses the importance not only 
of uniformity but the Federal Circuit’s role as having exclusive ju-
risdiction to provide that uniformity. The issue is often case dis-
positive and, therefore, the quicker you can get to a true meaning 
of the claims, which is in dispute, which drives the infringement 
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analysis, the better chance you have overall in the long run of re-
ducing the volume of cases and having them resolve either on sum-
mary judgment motion or settlement of the parties. 

Senator HATCH. Well, thank you. 
Mr. Chairman, I know my time is up and I have to leave, but 

could I ask one more question? 
Senator CARDIN. [Presiding.] The Senator may proceed. 
Senator HATCH. Mr. Bernstein, I want to thank you for your tes-

timony. Your comments on the post-grant review process provided 
me some additional insights on the concerns about the second win-
dow. Now, you stated that the second window could be triggered by 
virtually any challenger at any time. It seems to me the parties 
seeking to have a cancellation petition granted have certain hur-
dles to overcome, such as establishing significant economic harm. 
In other words, it is not a slam-dunk that every petition filed will 
be granted. 

Now, why do you believe that the proposed criteria are inad-
equate, especially one cannot simply initiate a second window re-
view as a matter of right? 

Mr. BERNSTEIN. I believe the other was the threat of being sued. 
Senator HATCH. Right. 
Mr. BERNSTEIN. You know, my view is that is not even a hurdle 

in terms of the threat of being sued, I mean, simply putting some-
one on notice. Ms. Doyle suggested that there are situations where 
patent holders will simply say, ‘‘Here is an invitation to license,’’ 
without even specifying why they are infringing. I think that kind 
of threshold would promote companies to continue to do that be-
cause once you have laid out your infringement case, you would 
have this threat. 

So from my perspective, those hurdles are de minimis, would be 
easily met in almost all situations, and I am talking from a purely 
practical standpoint because, again, I live the licensing business 
day in and day out. And at some point in time, you do put someone 
on full notice and you show claim charts on why they infringe. So 
I could see that, at least that hurdle being met each time. 

Our view is on post-grant opposition, you know, we are not op-
posed to a cheaper way of getting bad patents out of the system 
or a cheaper way of having patents reexamined. What we want to 
make sure is that, in fact, is a less expensive way and it does not 
end up costing as much as litigation. I mean, people have talked 
about the opposition process in Europe being cheaper. It is not. We 
have spent half a million dollars on opposition proceedings, and 
they have taken 5, 6-plus years. And that does not do people any 
good, patent holders any good. 

So we are looking for a quick method and a method that is fair 
to both parties. 

Senator HATCH. Well, thank you very much. 
Thanks, Mr. Chairman. 
Senator CARDIN. Senator Coburn? 
Senator COBURN. Thank you. 
In last year’s bill, we had a ‘‘loses pay’’ provision. What are each 

of your comments on whether or not that would slow down some 
of the overly aggressive both claims for licensing and also the abil-
ity to defend your patents? Any comments? 
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Ms. DOYLE. Senator Coburn, I shared my comments with Senator 
Hatch, which I believe is to the effect that ‘‘loser pays’’ will end up 
just increasing the average value of settlements. 

Senator COBURN. Why is that? 
Ms. DOYLE. Because when you decide whether or not to settle a 

case, the standard settlement calculus is you add how much your 
defense costs will be and how much you believe you would likely 
pay if the worst happened, and then you discount it by the likeli-
hood of a negative result—or positive result in that case—to decide 
how much you are going to pay. And if you add another certainty 
or another element of damages effectively, you just increase the 
calculus by the amount of the other side’s fees. 

Senator COBURN. So you think there is no inhibitory effect for 
people making claims that are not valid if they have to—and you 
can prove the fact that you have a valid patent and they are going 
to pay your costs for litigation, you think there is no inhibition in 
that at all? 

Ms. DOYLE. I would not say, Senator, that I think there is no in-
hibition at all. I know there are differing views on the subject. But 
in my view, from my daily life, as a defendant typically, it will sim-
ply increase the cost of— 

Senator COBURN. So when you pick up that Palm, that Treo 
there, that has supposedly a card, which you have defended twice, 
and then that gets known that all those—the $3.5 million costs go 
against the individual, you do not think that will have an inhibi-
tory effect in the future on people coming to challenge your patent? 

Ms. DOYLE. In this case, I think it may have because the person 
involved was a relatively small holder. But most of the holders who 
are asserting are very capable and they just— 

Senator COBURN. Law firms. 
Ms. DOYLE. Well, they are either taking it on contingency, in 

which case there isn’t anybody’s cost, at least as far as the plaintiff 
is concerned, No. 1. And, No. 2, licensing practices are often very 
big. The best known licensing groups are companies that hold tens 
of thousands of patents and will simply include the cost of, you 
know, their attorney fees in their general business model. 

Senator COBURN. Mr. Bernstein, what are your comments on 
that? 

Mr. BERNSTEIN. I strongly disagree, respectfully disagree with 
Ms. Doyle. But, you know, the companies, for example, the small 
patent holder you are talking about, I mean, somebody pays to sue 
Palm. It is not free, and it may not be the inventor. It may be the 
law firm doing it on full contingency. But it is coming out of, you 
know, some partners’ pockets. It may be an investor group, a VC, 
an investment banker, or some wealthy individual that is funding 
it. 

So it is coming out of somebody’s pocket. As far as I know, most 
of the people I deal with do not like to throw money out the win-
dow. And if there is a serious concern about your case, I cannot be-
lieve that prudent investors—and I think most of these people, in-
cluding contingency firms, are prudent investors—are not going to 
want to throw their money away on a bad case. And it is not insig-
nificant in terms of attorneys’ fees. If you are telling me— 

Senator COBURN. So it would eliminate some of this bad acting. 
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Mr. BERNSTEIN. I think so. It sets a higher threshold for—rather 
than the Rule 11 legal threshold, it sets a financial threshold, 
which, frankly, hits people I think a lot harder than the legal— 

Senator COBURN. Ms. Biberstein, any thoughts on that? 
Ms. BIBERSTEIN. I would agree with Mr. Bernstein. To the extent 

that these are people making economic decisions or economic in-
vestments in patents versus R&D investments, then they have to 
be making decisions on an economic basis, versus someone who is 
making on R&D investment in a patent might view it differently, 
so yes. 

Senator COBURN. OK. Mr. Squires? 
Mr. SQUIRES. I would agree with that. I think it would tend to 

reduce the speculative litigation, since there would be a new cal-
culus into the equation, and I think it would have an effect some-
what like the eBay decision where you allow courts to do equity 
and took the automatic injunction away so that when money—mon-
etary damage can compensate for the harm, that can be the reason 
not to get an injunction. The effect that had was really sort of re-
duce the thwack factor, the dollars attached to the thwack factor, 
similarly for a good calculus. 

Senator COBURN. Thank you. And then for both Ms. Biberstein 
and Mr. Bernstein, if we had the apportionment rules contained in 
1145 in effect when your companies started, just what is your opin-
ion you think that would have had on the progress and success of 
your individual companies? 

Mr. BERNSTEIN. To some extent, you know, Goldman Sachs is ac-
tually one of our larger institutional investors. I could ask Mr. 
Squires that question. But, you know, that is actually a very good 
question. From our perspective, it would potentially change the en-
tire economics of our business. You know, we rely almost entirely 
on our licensing revenues in terms of income. We do not have prod-
ucts, actual widgets that we sell to fall back upon. And, frankly, 
you know, we have got over 300 or close to 300 engineers inno-
vating day in and day out. We need to see—or the market and our 
investors, like Goldman Sachs, needs to see an appropriate invest-
ment. And with the current language, that investment would artifi-
cially drop, we believe, below market rates. 

Senator COBURN. Therefore, there would not have been this ex-
tension and this growth and then the multiplicity of continued in-
novation? 

Mr. BERNSTEIN. I think it would put a serious question to that, 
and, frankly, I am personally more concerned about, you know, the 
InterDigitals that have not even been started yet for the health of, 
you know, the American economy. 

Ms. BIBERSTEIN. I am actually still concerned about the health 
of my company, because this is the device we are working on devel-
oping right now, this is an inhaled insulin device. And part of the 
path leading me here today was when I read this draft legislation, 
and I said, Oh, this is not a codification of a provision of Georgia 
Pacific. This is a brand-new provision. It is prior art subtraction. 

I went to my CEO and I said, Well, look, insulin exists and a 
hand-held inhaler exists, but, you know, what does that mean for 
us in getting the investment necessary to bring the ability to inhale 
insulin, replacing multiple daily injections to the market? I do not 
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think there is anyone here who does not think that is a good thing 
for society. 

I mean, I have on of these, too, but if I had to pick I personally 
I pick this. And so, you know, I continue to worry today about what 
this apportionment language will do to my company. 

Senator COBURN. OK. Let me just followup with kind of a state-
ment and then get a reaction from you, and I will finish, Mr. Chair-
man. 

This is a big fight about winners and losers. You know, we are 
not children here. We know there are high stakes here. The ques-
tion is: How do we strike the balance that protects intellectual 
property in the right amount and does not dumb down our ability 
to create innovation because we have protected it in a balanced 
way? How do we strike that balance? I have some trouble with this 
bill. You can obviously tell by the questions I am asking because 
I do not think we have struck that balance. I would like your com-
ments, very honest and open comments. We have got to find that 
balance for the best of our country and to appease, try to appease 
everybody so that everybody has a square shot. Where is that? How 
do we do that? Any comments? 

Ms. DOYLE. Senator Coburn, I would love to address that and in 
doing so try and address some of the concerns and fears that have 
been— 

Senator CARDIN. Can I interrupt you just for one moment? I 
know that Mr. Bernstein needed to leave. If you want to make a 
comment first, we will give you that opportunity. 

Mr. BERNSTEIN. Yes, sure. Thank you. 
First of all, you know, we sympathize, Ms. Doyle and Mr. 

Squires, we sympathize with your position. You know, we acknowl-
edge at InterDigital that there are abusers of the current legal sys-
tem. I mean, there are abusers of every system, you know, in this 
country and outside this country. But the current provisions of this 
bill are severely going to impact legitimate research, development, 
and innovative businesses in the United States. And, you know, we 
have had some fairly robust decisions coming out of the Supreme 
Court. I do not, frankly, think it has been long enough to really tell 
the outcome and how it is going to affect various industries. And 
I would just caution Congress and others about having sweeping 
reforms at this point in time, and not just—maybe doing it piece-
meal and stepping back at some point in time. 

Senator COBURN. Ms. Doyle? 
Ms. DOYLE. Thank you, Senator. I would like to also indicate 

that we sympathize and empathize with others in business in this 
country and have no intention of undercutting the efficacy of drugs 
or the likelihood that they will come to market or anything of the 
sort. However, every day we receive what are called patent asser-
tions over the threshold, and the first thing that the people that 
we talk to, the asserters we talk to, ask for is a percentage of this 
entire device, which is priced at between $400 and $500 to our end-
user customer, the carrier customer. 

The most expensive piece of componentry in this device other 
than the licensing is $30, and I believe the market, the free mar-
ket, determines the value of that component and what it delivers 
to this device. And it is my belief that if a patent reads on that 
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component, then the reasonable royalty should be charged against 
that component, say $30, and that all of the factors in Georgia Pa-
cific could be used to sort out exactly what percentage of that $30 
is due to the inventor that did something innovative about, say, the 
screen. But it is the screen that one has to look to, not the entire 
device. That would avoid situations like, in our case, someone with 
a chip patent coming to us indicating that they will not speak to 
our supplier on the subject, even though we have an indemnity re-
lationship with our supplier. They will speak only to us, and there 
is only one reason: because they are looking for a percentage 
against this, the entire device. 

So I have to say that there are abuses. They are severe. They 
happen all the time. 

Senator COBURN. There is a balance, though, we have to— 
Ms. DOYLE. And there is a balance that needs to be struck. 
Senator COBURN. Mr. Squires? 
Mr. SQUIRES. Thank you, Senator. I would submit that mature 

industries with patents have procedural tools that exist that are 
just not available for industries that are new to patents, such as 
technology, software, financial services, and some of the new driv-
ers of the economy. Therefore, I think Congress can strike that bal-
ance by some of the procedures in the bill. Particularly right now 
there is an ‘‘open forever’’ window, if you will. It is called ‘‘reexam-
ination.’’ But to thread the eye of the needle on reexamination, you 
have to have a printed publication or an issued patent. That kind 
of prior art does not exist in the other industries to any great ex-
tent. Therefore, an opposition window and having a second window 
which is triggered on notice would be a meaningful way to get prior 
art into the system and also engage the expert agency who can de-
cide that matter. 

As far as apportionment of damages goes, the Patent Office 
makes determinations as to where the scope of rights should be 
granted based upon the prior art, and what is obvious, in its deter-
minations. There is no reason that the same cannot be done in 
terms of the economic commercial value of that. And the courts 
should engage, and they can start to hear and fulfill their Daubert 
principles, economic theories to help get at that. In fact, I just saw 
in the Wall Street Journal the other day that there is an exchange-
traded fund that aggregates patents and lets an investor have ex-
posure to that based upon valuations. 

And, finally, because issues of claim construction are the most 
important and most confusing often in the lower court and there 
is de novo review, interlocutory appeal might be the right calibra-
tion to get those issues decided early and resolved. 

Senator COBURN. Thank you. 
Ms. Biberstein? 
Ms. BIBERSTEIN. I do not personally believe this is—sometimes 

this is described as a battle between, you know, the drug compa-
nies and the IT companies. I do not believe that is true at all. I 
think we all have a common goal, and that is to improve the qual-
ity of patents, to discourage bad patents from being asserted, to put 
processes in place to make this system hum, to make it work really 
well for everybody. I think a lot of the things we have talked about 
and agree about will do that. I think that, you know, repealing in-
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equitable conduct to encourage prior art coming in early, post-grant 
opposition process early on, it may not get everyone everything 
they want, but we are combining these factors, we are building 
here. And so by building, we are creating, you know, a better sys-
tem, and we cannot always, you know, get everything that will ad-
dress our immediate concern. But if we put things like, you know, 
pay if you lose in place, then, again, all these factors are going to 
be additive and help us without discouraging innovation, across the 
industries. I mean, Palm benefits from the smaller companies inno-
vating as well as the rest of us do. So I think we are there, I do, 
While safe-guarding these key issues on which there is not con-
sensus. 

Senator COBURN. You know, there is a theory in medicine: First, 
do no harm. 

Thank you all. 
Senator CARDIN. Let me thank the witnesses. Last year, I was 

looking at the patent issues from a little bit different perspective. 
I was on the Ways and Means Committee in the House and the 
ranking Democrat on Trade, and I remember trying to talk to some 
of our trading partners and some of our countries in which we were 
disappointed with their enforcement of patent laws and heard rath-
er consistently about the differences that the U.S. patent laws 
internationally with other countries. 

So I would just like to get your perspective, if you have one, as 
to how important it is for us to look at what is happening inter-
nationally in the patent laws. Our patent laws are not consistent 
with a lot of other countries, and whether that is an important fac-
tor that this Committee should be considering in trying to bring 
some degree of uniformity as to patent laws, particularly with our 
major trading partners. 

Ms. DOYLE. Senator Cardin, I am not an expert in this area, but 
in the first paragraph of my remarks this morning, I did indicate 
that I believe that we are currently at a competitive disadvantage 
to our competitors elsewhere in the world because our system im-
poses effectively a larger tax on doing business than others do. So, 
for example, in China, while it is now possible to get patents, it is 
not possible to enforce them. So if a Chinese company, for example, 
has U.S. patents, which they can enforce here, they have an advan-
tage over a U.S. company that may have Chinese patents but can-
not enforce them abroad. That is probably the one example that I 
am most familiar with that causes us quite a bit of concern. 

Senator CARDIN. Of course, that does not really deal with the 
uniformity of the laws, more so than the enforcement, effective en-
forcement in China, which is certainly -I have heard lots of com-
plaints about that. It joins the list of concerns we have about China 
as far as enforcing trading provisions. 

Ms. DOYLE. Right. I think uniformity of laws in general is prob-
ably a good goal. But without knowing more than I do about inter-
national patent regulation, I do not think I am in a position to— 

Senator CARDIN. I have heard Goldman Sachs does do a little bit 
of international business here, so maybe I can get a view from— 

Mr. SQUIRES. On occasion, Senator, yes. There is much, much 
good in existing patent laws that promote innovation and economic 
expansion in every area of the U.S. economy, and the provisions in 
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the bill we think can make it better. One area that is clearly dif-
ferent than European systems and U.S. systems is U.S.-style litiga-
tion. A lot of that is as a result that is speculative. People have 
procedures that they come in armed with, including presumption of 
validity, which is warranted, but in cases where there are devel-
oping industries or lack of prior art that gets applied in the Patent 
Office, questionable as to whether they are overarmed coming into 
litigation. 

But at the end of the day, U.S.-style litigation drains resources 
from really where they should be going, and that is back into R&D 
work that is being done that then could be patented. So it is a way 
that if there is appropriate calibrations put on it—and I think the 
bill contains those—litigation costs can be more manageable, risks 
can be identified, and those dollars can go back into innovation 
where they belong and patents on innovation that help American 
competitiveness. 

One other difference I would point out is that the European—
where I think our system is clearly better and should continue on 
that track is Europe requires a technical effect of some nondescript 
manner in order to confer jurisdiction on patentability. It has 
turned into a ‘‘they know it when they see it’’ type of regime. Here 
the doors to the Patent Office are much more wide open, taking in-
novations in all stripes and awarding patents on any process—new 
and useful—any method, system of manufacture, machine, or com-
position of matter, and that I think has fueled U.S. economic 
growth. And I have seen articles where people worry about Eu-
rope’s competitiveness versus the U.S. because of these type of 
strictures. 

Senator CARDIN. Is there a particular country that has a model 
on enforcement and law that we should be looking at? 

Mr. SQUIRES. I think our model is fine. I think there is just some 
fine-tuning that needs to happen. For example, engage the patent 
agency, who is expert at making claim determinations based upon 
prior art, in a process where it can be available to more people, 
such as opposition. Right now it is all or nothing in court. A patent 
is granted. You have a presumption of validity. It either falls or is 
enforced. 

In an opposition practice, and including reexamination practice, 
there is a third way, and that is that the claims can survive, they 
can be gerrymandered around prior art, and the patents still issue 
but in a scope that is more reasonable to what has been out there 
in the prior art. 

So that type of calibration I think can go a long way and provide 
better patents at the end of the day, which the public gets a right 
to after the expiration, and they have a clear definition of what 
that is. 

Senator CARDIN. Thank you. 
Ms. BIBERSTEIN. I might just add that I started my career in pat-

ents in Europe, so I learned inventive step before I learned non-
obvious. And this was in the early 1990’s, and what I can remark 
on perhaps is what I think has been remarkable progress of co-
operation between the United States and other countries in Europe 
and around the world in the patent area that really did not exist 
a decade and a half ago. 
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So I think that we have seen remarkable progress and will prob-
ably continue to see more. I think changing to a first-to-file stand-
ard in the United States will also be helpful in that respect. 

Senator CARDIN. Thank you. Well, once again, let me thank all 
of you for your appearance here today. This is a subject that, of 
course, this Committee has had under consideration for many 
years. It is one in which I am sure we are going to be receiving 
a lot more attention during this Congress, and today’s hearing cer-
tainly enhanced our ability to deal with this very important subject 
for this country. 

The hearing will stand adjourned. 
[Whereupon, at 11:55 a.m., the Committee was adjourned.] 
[Questions and answers and submissions for the record follow.]
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